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EARNINGS TO RECORD ALL-TIME HIGH
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Elevation in freight rates positively falls on EXPO

EXPQ’s global logistics sector is generating outstanding earnings for the group due to the continuous rise in freight rates. Global air freight rates
increased by 33.6%YoY to USD 4.49/kg in early Jan 2022 whereas the rate hit an all-time high of USD 5.36/kg in Dec 2021 during the festival season.
Moreover, the global Ocean freight rates also elevated by 137.9%YoY to USD 9,167 per 40ft container in Jan 2022. USA total apparel imports are
estimated to record a growth of 21.1%YoY to USD 77.7Bn in 2021 and is further expected to rise above the pre-pandemic level by 2023. As a result,
EXPO has a great potential to expand its profitability since the revenue growth is mainly supported by the North American trade lanes. Being one of the
preferred freight forwarders for apparel exporters, EXPO has recorded growth in earnings by 91.7%QoQ in 2QFY22. EXPO is likely to continue to record
strong earnings growth for 3QFY22 since 60% - 70% of the revenue is likely to generate from air freight. Moreover, due to supply-side constraints and
delays in sea freight the air freight rate hike is not anticipated to reverse any time soon.

Expansions beyond boundaries

Multiple acquisitions of EXPO (the Group) includes the purchase of US based companies namely, Seville Container Freight Station Inc., Seville Freight
Systems Inc. and Seville Transfer Ltd in Mar 2021, the purchase of IDEA logistics LLC in Aug 2021 and the acquisition of Complete Transport System LLC
in Sep 2021 which enables EXPO to strengthen its warehouse and expand its service offered to its customers by providing value-added logistics services.
Considering the strong volumes mainly catered from the US and European markets and enhanced service offerings and expansion through several
acquisitions, we expect EXPO to continue to expand its revenue and profit margins in FY22E and 1HFY23E.

3QFY22 Revenue FY22 Full Year Revenue
Worst Case Best Case Worst Case Best Case
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3QFY22 Profitability FY22 Full Year Profitability

Worst Case - Best Case Worst Case - Best Case
LKR 19Bn LKR 30Bn LKR 46Bn LKR 71Bn
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Disclaimer:

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all reasonable care has
been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the accuracy, usefulness, reliability of same. First Capital
Holdings PLC may act as a Broker in the investments which are the subject of this document or related investments and may have acted on or used the information contained in this document, or the
research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or a connected person or associated person may also have a position or be otherwise interested in the
investments referred to in this document. This is not an offer to sell or buy the investments referred to in this document. This Review may contain data which are inaccurate and unreliable. You hereby waive
irrevocably any rights or remedies in law or equity you have or may have against First Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its
principal, their respective directors and employees harmless to the fullest extent allowed by law regarding all matters related to your use of this Review. No part of this document may be reproduced,
distributed or published in whole or in part by any means to any other person for any purpose without prior permission.

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC an investment bank in Sri Lanka. The company operates in the capital
market of Sri Lanka with operations in government securities - treasury bills and bonds, stock brokering and share market investments, asset management, private wealth management, retirement planning,
personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including corporate debt structuring (debentures, trust certificates,

_commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs) and project advisory. The First Capital Group consists of First Capital Treasuries PLC, First Capital _
Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities (Private) Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala.



